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Cuban officials are assessing the potential economic damage to the island of the Helms-Burton
law. A report on the economy by Carlos Lage Secretary of the Cuban Council of Ministers and the
government's chief economic strategist warned that there might be a shortage of foreign capital as
investors are scared off by the threat of penalties contained in the law. But the strategy emerging
to confront the tightened US embargo is to fall back on internal economic efforts, reasserting state
control of the economy but simultaneously continuing the current economic opening.
Following the Feb. 24 downing by Cuban jet fighter planes of two civilian light aircraft piloted
by members of the Miami-based Hermanos al Rescate, President Bill Clinton signed the HelmsBurton bill into law on March 13 (see NotiSur, 03/01/96 and 03/15/96). The law, officially known as
the Cuban Liberty and Democratic Solidarity Act, is aimed at forcing the ouster of President Fidel
Castro, which US officials hope will lead to the end of communism on the island and a turn toward
political democracy. Among other things, it allows US citizens to bring suit in US courts against
foreign firms and individuals who make use of property confiscated by Castro's revolutionary
government. It also denies US travel visas to representatives of foreign firms that "traffic" in
confiscated properties through investment and other business arrangements.
Other provisions in the law seek to discourage foreign countries from forging economic ties with
Cuba. For example, US foreign aid will be reduced for countries who invest in the completion of
the nuclear power plant at Juragua (see NotiSur, 10/26/95). The crisis caused by the downing of
the civilian planes came just as macroeconomic indicators for the first quarter of the year showed
signs of economic recovery. Economists have predicted 5% growth in 1996 after the promising
2.5% growth registered last year (see NotiSur, 01/18/96). Despite the menace of Helms-Burton,
Foreign Minster Roberto Robaina said that the law would not greatly affect economic recovery and
that economic development would still be grounded in improved economic relations with other
countries.
Cuba's strategy for confronting the Helms-Burton law is based on the assumption that the important
trade partners of the US including Canada, Mexico, and the EU will carry out their threats to
challenge the law, and that many of these same countries will continue to respond favorably to
Cuban trade and investment potential. Many countries especially Canada, Mexico, and Spain
have already invested in Cuba. Corporations from many other countries, including the US, have
also sent delegations to the island over the past several years in search of business opportunities.
US investors are barred by the embargo from doing business in Cuba, but the economic opening
and US corporate interest has encouraged many US firms to push for normalization of Cuban-US
relations and a lifting of the embargo.
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Now, however, the Helms-Burton law postpones indefinitely the possibility of US investments
in Cuba. At the same time, it attempts to inhibit investments by other countries. Thus, while the
purpose of the bill, as explained by its backers, is to push Cuba in a desired political direction,
some observers see the law as essentially economic. One obvious effect of discouraging investment
in Cuba from other countries is to prevent US investors from being frozen out until the embargo
succeeds in forcing radical changes in Cuba and the installation of a noncommunist "transition
government," as called for by the Helms-Burton law.
Ironically, the first decision the law seems to have produced in Cuba is a reassertion of revolutionary
socialist orthodoxy. At the same time, however, the law has also generated interest in stepping up
rather than slacking off the pace of economic reforms. Ten days after Clinton signed the bill, the
Central Committee of the Communist Party of Cuba held a surprise plenary meeting to discuss
the political and economic impact of the Clinton administration's new get-tough policy. On the
ideological side, according to reports on the plenary session published in the official newspaper
Granma, President Fidel Castro told the Central Committee that Cuba must fight to preserve
socialism. "Never has revolutionary ideology been as necessary as now," Castro said. "Socialism has
no alternative in this country; the revolution has no alternative."
Granma also quoted Defense Minister Raul Castro, who read a report from the Communist Party
Politburo. The report warned the Central Committee against any easing of restraints on political
expression, which the committe referred to as "this so-called glasnost that undermined the Soviet
Union and other socialist countries." Raul Castro singled out academic exchanges and research
centers as fifth-column threats to the revolution. This section of the report received the most press
coverage, yet much of the report was an endorsement of the market-oriented economic opening,
consistent with what Cuban economy officials have been saying since the Helms-Burton bill was
first introduced on the floor of the US Congress.
Even before the downing of the two planes, Cuban officials recognized that the Helms-Burton bill
could hurt the Cuban economy to the extent that it might slow foreign investment. They did not,
however, predict long-term damage to the economy. To confront the economic threat, the party
leadership came to the conclusion that economic recovery under the new circumstances requires the
exploration of "internal possibilities," which some observers took to mean more belt- tightening and
greater production efforts, especially in meeting the all-important sugar production goal. A large
portion of Cuba's 1995-1996 sugar harvest is tagged for shipment to Russia in a vital sugar-for-oil
barter deal (see NotiSur, 10/12/95).
In a report on the state of the economy, Carlos Lage told the Central Committee plenum that the
law could "paralyze" foreign investment and eventually interfere with the supply of goods in the
domestic market. But he also announced that the economy had grown by 7% in the first quarter
of 1996 with notable advances in agriculture, manufacturing, and mining. He predicted that the
economy would grow by 5% this year. By late March, sugar production was expected to surpass the
total 3.3 million metric tons harvested in the 1994-1995 season, allowing output to reach the 4.5 MT
projected for the current harvest.
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Turning to tourism, Lage said that that sector is the most important area of the economy, having
grown 45% in the first two months of the year compared with the same period in 1995. It is in
tourism that foreign capital is most urgently needed because of the high priority placed on the
expansion of hotel facilities, which the government has set at between 4,000 and 5,000 rooms per
year. Regardless of the need for capital, however, Lage's report was a reminder that the bulk of
the Cuban economy is state controlled and that the Helms-Burton law is more likely to slow future
expansion of the private sector than to cause a severe contraction of the economy as a whole.
Though necessary, foreign investment "is not the essential factor in our economy," said Lage.
Foreign investment only accounts for 5% of Cuban jobs and 3% of the country's income. "We must
be very clear that the greatest weight in our economy is and will continue to be provided by the
state," said Lage. In most respects, Lage's prescription for dealing with the Helms-Burton threat
is the same macroeconomic measures being applied elsewhere in Latin America under neoliberal
economic restructuring programs. For example, Lage told the Communist Party leadership that
the government would continue to reduce the volume of money in circulation to fight inflation and
slowly revalue the peso vis-a-vis the US dollar. He specifically ruled out any salary increases this
year and called for strict enforcement of the tax laws recently enacted (see NotiSur, 01/25/96).
Tax collection is not only justified as "an element of social justice, but also as a necessity for
needed adjustments in domestic finances," said Lage. Thus, the Helms-Burton law has apparently
strengthened reform measures characteristic of neoliberal fiscal, monetary, investment, and trade
policies. Meanwhile, foreign investors already doing business in Cuba are taking a wait-and-see
attitude. According to diplomatic and other sources in Havana, the Helms-Burton law will not cause
a mass exodus of foreign capital, though it is expected to slow down the influx of new capital. "The
law is one thing, regulations for enforcing it are another," said John S. Kavulich, president of the USCuba Economic and Trade Council. "We have to wait for a few months and then we will see."
Based on a survey of 300 US business executives carried out by the council after the Helms-Burton
bill was signed into law, Kavulich concluded that if larger corporations do not give in to the threat
of Helms-Burton, the result of the law could be an acceleration of economic reforms on the island,
which could, in turn, lead to more trade and investment, rather than less. According to the council,
in 1996 the number of US firms sending representatives to Cuba to explore investment possibilities
will surpass last year's total of 1,300, and no business executives have canceled plans to visit
Cuba this year. "Everyone who decides to invest in Cuba knows that they are taking a risk," said
a publication of the Spanish hotel investment group Sol Melia. So far, "they are not thinking of
withdrawing from the island." Sol Melia has six hotels in Cuba and is among the biggest foreign
investors on the island. Spain, Italy, Russia, Great Britain, Colombia, and China are among the 14
countries with whom Cuba has signed bilateral commercial accords.
Twenty-five more pacts are in the process of negotiation, and Cuban authorities are counting
on these accords to help stiffen resistance to the Helms-Burton provisions. "[The treaties] are
juridical instruments that establish a series of regulations and provide the basis to assure reciprocal
protection of investment at the governmental level," said vice minister for foreign investment Raul
Talarid. Included in the firms doing business in Cuba are Spanish companies with investments
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in tourism and cigar manufacture and Canadian companies in nickel and gold mining. Canadian,
French, British, and Swedish companies are exploring for petroleum.
Israeli firms have invested in textiles, Mexican firms in telecommunications, and the Dutch in
banking. Prospecting for investment and trade opportunities continued after the Helms-Burton
bill became law. British firms are exploring investment possibilities in construction, and the Italian
investment group Sanpellegri is about to form a joint venture for the production of mineral water. In
addition, executives from 25 manufacturing firms who belong to the Caribbean group CARIFORUM
announced they will visit Cuba in April. CARIFORUM consists of the Dominican Republic and the
13 members of the Caribbean Community (CARICOM). CARIFORUM members say they must
find new markets because the North American Trade Agreement (NAFTA) gives advantages in the
North American market to Mexican products. Another sign of cautious optimism among potential
investors is the confidence shown in the future of Cuban tourism by delegates from 17 countries to
the second Ibero- American Conference on Tourism, held March 21-22 in Havana.
"The island is entering a tourist boom...you have to already be in place to take advantage of it," said
Javier Gomez Navarro, the Spanish Trade and Tourism Minister. As for the Helms-Burton effect
on enthusiasm for investment in tourism, the law might have "a certain dissuasive effect on new
investment," he said. But one should not forget that "what the entrepreneur looks for is profit."
So far, Helms-Burton has not affected investment through the Cuban investment fund Beta Gran
Caribe Limited (BGC). That fund was specifically designed to avoid conflict with the provision
of the law that punish those who invest in confiscated properties registered as such with the US
International Claims Commission.
BGC is a minority investor in various Cuban projects in tourism, agriculture, transportation,
biotechnology, food processing, real estate, and paper production. The fund was organized by
Basque business people and is a subsidiary of the British firm Beta Funds International, an affiliate
of Beta Funds Limited, which created one of the first funds for investment in Vietnam. BGC has
working capital of US$33 million in British, Swiss, and Canadian funds. It opened for subscription
in February and closed in early March, and its shares are quoted on the Irish stock market in Swiss
francs. Through its local office in Cuba, Havana Asset Management Limited, the fund analyzes
investment opportunities and handles negotiations and investment details. "US companies lost
opportunities in the first moments of the Vietnam investment boom, and now they are being denied
access to Cuba at an interesting moment in its development," said BGC president Peter Scott.
(Sources: Inter Press Service, 03/13/96, 03/14/96, 03/16/96, 03/21/96, 03/23/96, 03/25/96; Agence
France-Presse, 03/19/96, 03/26/96; Reuter, 02/29/96, 03/21/96, 03/25/96, 03/26/96, 03/27/96, 04/01/96)
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